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BALK AT A FARMER I
ON RESERVE BOARD
._.

President and Advisory
Council Are Against

Senate Bill.
._____

BLOC STANDS BY GUNsj
Are Determined to Pass

Smith Measure With
Amendment.

"MEMORIAL DEPENDS RANK!
!«
i:Harding- Told That Agitators \

Misrepresent Attitude TowardAgriculture.
1

__________ c

11.
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President Harding und the Federal %

cReserve Board advlstory council are1Tunanimously and emphatically op-; t
posed to Congressional action that; ^would dictate the naming of a "dirt j.farmer" to the next vacancy on the i
Federal Reserve Board. Notwithstand- c

ing this, members of the agricultural j;bloc in the Senate arc determined to x.
pass the Smith amendment carrying i
such a provision. j ^
The attitude of the bloc leaders was! \

r.ot changed after they had conferred r
with the President at the Whits
House to-day. The President was em-, !,
phatie In his disapproval of dictation r
on the subject, but said he was in J'
sympathy with the Kellogg amend-1 ^tnent providing for the naming-of an s
additional member. In that event he e

said he would give due consideration
to the claims of the agricultural in- t
torcsts for representation.

c
Council Presents Memorial. c

The Reserve Board advisory council j!
called attention to the dangers of i
class representation on the board and c

of permitting pernicious political £
pressure to be brought upon the re- t
serve system. The council presented c.

r long memorial outlining its view. v

The memorial follows: . c
"It Is with great reluctance that the r

Federal Advisory Council asks for tne e

privilege of an audience at a time when j
so many -pressing problems of national nand international importance are occu- v
pying your mind. y"A grave situation has developed, Jhowever,which endangers the safety of j
the Federal Reserve system and. In our popinion, seriously menaces the future of j
the entire country. The council views c
these circumstances with profound dts- .
quiet and feels that it would be neglect- f
fnl of Its duty If It dlil not .seek pit op- v
I>orturilty of bringing them to .your at- i
tentlon.
"There is before the Senate at this

time a bill (S. 1*263) to amend the FederalReserve act. The bill as reported
by lhc Committee 011 Hanking and Of- '

rency was not merely an unobjectionablebut a desirable amendment, providingthat in selecting the members ;>f
the Federal Reserve Board the ires',
dent should "have due regard to a fair
representation of the different commercial,Industrial, agricultural and geographicaldivisions" of the country
(the word "agricultural" being added lo
the present provisions of the law to
conform to the basic requirement of the
act that paper eligible for rediscount
must have arisen out of agricultural,
industrial or commercial transactions).
An amendment or substitute bill, however,was proposed on the floor of the
Senate whicli provides in part that
"tlio first vacancy existing . . from
lhc death, resignation, removal, or explrationof the term of office of such
a member shall be filled by the appointment.... of a person whose businessand occupation Is farming."

Urges Withdrawal or Defeat.
"This proposal the council believes

to be objectionable class legislation,
and. in the Interest of the country as a
whole, when It comes up for considerationon January J 7, as at present arrangedl>y the Senate's unanimous consent,it should cither be withdrawn or
defeated.
"If the law should be amended so at

to oblige you to put a farmer on the
hoard, one might ask In that case why
should not labor Insist that It. us a class
should also be represented, and why
should not siujilar claims be made by
merchants, manufacturers, exporters or
any other special interest or group.'Indeed, two other bills of this natureltHVe already been Introduced. That It
might or might not be desirable to
put a farmer on tho board Is not the
question.the wrong Is in requiring, as
a matter of law, that one special Interestshall always be represented onthe board.

"Furthermore. such a bill. If enacted,would seem to Indorse the unwarranted
assertion that the present plight of thefarmer la duo to the alleged maladministrationof the Federal Reserve
system. This dangerous slander hasbeen sprend so persistently and unscrupulouslythat a large percentageof our agricultural population have
accepted It as true, and the council fears.hut even by a substantial number
of members of Congress the rcsl
f»<ds of the case are not sufficiently

u»«--i Kiuuu. i lit* council ocr-i or
you, 'how-fore, to use your grout influencewith Icuiling nators to oppose ttil«
proposed bill and tho principles which
It embodies. Thf future nuiw f>f tho
operation of tho Federal Reserve system
arid tho wrlfuro of tho country demand
that the Federal Rwt i *e Board shall be
a Judicial and non-partisan body acting
In the Interest of tho country an a
wrinle. not h body influenced by political
pressure and expediency In furtherance
of the claims of special Interests.*
"What la causing thla agitation

against the Federal Rcservr Ronrd
among the agriculturists?

"Th- re Is no doubt that the farmer
runt born and ta at 111 passing through
» i.erlod of g-e-it hardship. nor i- there
much doubt ttvat tie hellevea the Federal
Reserve system rerponelble for hla pre®-cut plight.
"Rut what tire the facta? The Jtdnlcomtnlsalon of agritniltural Inquiry In

Tart I. of Ita report summarizes the
rouses of tho present depression its follows:

"The crisis was not confined to tlila
country. The avalanche of declining
prices and Ita attending hardships,
sacrifices and losses Involved the
whole, world. It began In distant
Japan with the break In the silk
market and the Chinese boycott of
Japanese goods. It traveled the
circle of the Far 'Bast, Australia.

L

*

India, Java, England, France, Italy,
the whole of Europe, South America,
Canada and the United States. It
embraced all countries and all industries,though not to the same extentor in the name way.
"As the failing purchaslngpower of

the world began to make Itself felt
In the lessening of export demand for
farfci products the prices of agri-
cultural products began to decline.
As prices of agricultural products
declined the purchasing power of the
hcrlcultural population, representing
nearly 40 per cent, of the total pur-
chasing power of the country, began
to diminish. As the purchasing
power of the American farmer di-
mlnished, the production of indue-
tries that produced the commodities
of commerce began to decline, and
unemployment, resulting In diminish-
lng consumption, gave further lm-
nulse to the avalanche of nrlces.
"The council Is in fullest accord with this

itrlking analysis of the situation by the
loint Commission of Agricultural In-
lulry, and wtthout quoting furtlier from
his very excellent report wishes to em-
>hasize the fact that the suffering of
he farmer has been peculiarly acute
>ecause, while factories and mines can
>e shut down and the output reduced,
voluntary curtailment of production, al-
eady begun, is well nigh Impossible for
he millions of the individual farmers
icattered all over the world. Unless
lature Intervenes or the funds give out
i new crop will be made Irrespective of
vhether or not the previous one has been
narketed.

Recalls Earlier Criticism.
"It is significant that when prices

ose. apparently without end, it was the
onsumer who suffered and threatened
o investigate the Federal Reserve Sys-
em. In fact, the Senate on May 17,
020, passed a resolution asking the
rederal Reserve Board what steps It
vas taking or proposing to meet the then
xlstlng 'inflation and consequent high
irlees.' When prices Anally fell toward
heir prewar levels it was the producer
vlio groaned and blamed Ahe system,
'imilar freaks of mass psychology could
>e observed in other,* countries where
leople attributed the Inevitable results
if an economic law to alleged mishanllingof banking credits. But It was not
llscount rates that were determining the
iltlmate courses and levels of commodtyprices in this or any country. World
ihenomen.a, far more powerful than
lentral banks In general or the Federal
Reserve Board In particular, were at
lav.
"To tamper with the natural laws of

lemand and supply has proven a costly
ind sometimes fatal experiment for
nnny a Government which attempted
o 'valorize' its staples. If Congress
vlslied the country to indulge in such a
cVmmft If ulirtnlil hav^ trilr^n (ho rocnnn-

iblllty of enacting legislation to that
fTect. By no stretch of imagination,
lowever. could the Federal reserve
nanks be assumed to have been created
o exercise functions of this character.
"The world is not suffering: to-day bemuseof high money rates, but because

>f the crippling' of Its power of conumptlon.-It Is because hundreds of
nillions of people. Individually and colectlvely,have lost their prewar purhasingpower that the commodities
lannot And their markets. Better mar:ets.for our products will be found, and
he lower standards of living abroad will
:ease to menace American standards
vhen the world.over wasteful Governnentexpenditures for armaments are
ut down, budget balances and practlalmethods found to establish actual
eonomic peace and order in Europe. In
hat direction you, Mr. President, have
naugurated a most auspicious movenentfor which the world will ever owe
ou a debt of gratitude. It Is by aiding
our noble efforts toward that end that
"ongress will bring genuine relief to
America's agriculture rather than by
inttliig a farmer on the Federal Reserve
loard. In fact, the council finds It dlfHultto summarize the whole situation In
ny more striking manner than to quote
rom your own admirab'e statement,
flitch has been aoclalm>-<! throughout
he country, In which you said:
"The slump which is now upon us
Is an inevitable pHrt of war's aftermath.It has followed In the wake
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of war since the world began. There
was the unavoidable readjustment,
the inevitable charge-off. the unfailingattendance of lossew In the wake
of high prices, the inexorable deflationwhich inflation had preceded. It
has been wholly proper to seek to
apply Government relief to minimise
the hardships ar.b the Government
has t.!ded wherever possible, ani is
aiding now, bo. all the special acts
ever dreamed of, all the particular
favors ever conceived will not avoid
ull the distresses nor ward cf. all
the losses.
"But, while the great majorif, of

the ills from which agriculture -.jtfsrs
to-day are in the main world wi'.e
both in cause and scope, nevertheless
it cannot be denied that some of the
incidents to tills suffering might have
been avoided, or at least mitigated.

E#*ot of Inflation.

"It would lead too far to elaborate
upon the extent to which organic defectsIn the system, such as the con-
formation of the districts, played a
part, or how far the war finance poll ry
adopted by the Treasury and Congress
were directly responsible for this suffering.It is said with some justificationthat the board condoned inflation
too long and that It should have raised
discount rates sooner, but in fairness
one must admit that In the circumstancesthat prevailed it would have
"been very difficult for it to assert its
views and establish higher rates as
long as Congress and the Treasury
insisted on financing the Government's
requirements on an artificially low
basis. Finally, as a consequence, inflationof credit became so excessive
as to require the brakes to be firmly
applied.an ungrateful undertaking but
carried through' on the whole, with
ability and discretion, in spite of errors
here and there in the administration
of the rate policy in certain districts.
"One need .only visualise what would

have happened without the assistance
of the Federal reserve banks In order
properly to Judge the value of the work
done. Hundreds of banks and thousandsof borrowers have been conserved
and arc being carried to-day thai otherwisewould have gone to the wall. The
lack of understanding us to how the
Federal Reserve System operates is so
general that many bankers in all parts
of the country, desiring to reduce or
put some limit on the loans" which
their customers were demanding,
shielded themselves by stating that
their Federal Reserve Bank had directedsuch action.

*
explain* I.own System.

"It Ls most unfortunate that apparentlythe public does not understand
even to-day. after the Federal Reserve
System. Has been in existence for mote
than seven years, that the Federal ReserveBoard, as such, does not make
any loans, and has no money to lend;
that all extensions of Federal Reserve
credit are carried out exclusively by
the Federal reserve banks, and that
they. In turn, are restricted to transactionswith their own member banks and

member banks as to what individual
customers they should make loans.
"It also has been generally stated that

the Federal Reserve banks curtailed
credit to the farmer in the autumn of
1920, whereas exactly the reverse U true.
The loans of the Federal Reserve systemreached their highest point in November,1920. at which time the reserve
banks in industrial sections were lendingto reserve bunks in agricultural sections$267,000,000. The testimony before
the Joint Commission of Agricultural
Inquiry showed that between May 4.
1920, und April 2S. 1921, the loans of the
Federal Reserve system to member
banks in non-agricultural counties decreased2S.5 per cent., and those to
member banks in semi-agricultural
counties decreased 0.2 per cent., while
loans to member banks in agricultural
counties actually increased 56.C per cent.
During the same period the loans by the
9,."(00 member banks to their own customersdecreased $8X2,000.000. Ninetyfourper cent, of this decrease lock
place in the loans made by Iwinks situatedIn non-agricultural counties and
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only 6 per cent, in banks situated in
agricultural and semi-agricultural
counties.
"Nevertheless the events of the past

two years convince the council that the
machinery of agricultural credit is not
complete. In two respects especially it
needs strengthening.
"In the first place there are about

20,000 State banks and trust companies,
nearly two-thirds of the total number
of the banks of the country, which
through their unwillingness or through
Inability because of their insufficient
capital, are not members of the Federal
Reserve system. Unfortunately the agriculturalsections are largely served by
the small member banks whose operatingpower is quickly exhausted and by
non-member State bunks. The resources
of the system, through no fault of its
own. are therefore uot as directly or
roauuy avaname to agriculture xd uiey
mtght be, since these many non-mem-
ber banks in the agricultural sections
are able to tap those resources only
through the other member banks. Tlu-re
are scores of agricultural counties In
which there is not a single member
bank. It may, therefore, be desirable
to devise ways and means by which the
vast resources of the Federal Reserve
banks may become available for assist-
ance to the large number of small 11
State hanks now non-members of the
system.

'

(
"In the second place there is no mediumthrough which the farmer or live

stock man may secure adequnte loans
for periods of from six months to three
years. I
"The Advisory Council has learned

with greut satisfaction of the plan under
consideration by the Joint Commission of
Agricultural Inquiry, the outline of
which was recently sketched by Its
chairman. Mr. Anderson. This plan con-

templates strengthening the Federal land
banks and extending their powers so as

to permit them to discount agricultural
or live stock paper with maturities run-

ning from six months to three yei#!<, and
to permit them to rediscount this paper
with Federal Reserve banks when its
maturity falls below six months and
when It conforms to the requirements of
the Federal Reserve act, or to pledge the
loat.s having the longer maturities ns

collateral for debentures which it is contemplatedthey should have power to is-
sue to the Investment public. A plan of
this character would place at the disposalof the agricultural sections vast
sums in a sound and businesslike manner,would open the Federal Reserve
banks to their credits at the appropriate
period and would till a serious gap In
cur present credit machinery.

Repeat* Objection to Rill.

"To perfect in Ihese two respects the
credit machinery available to the farmer
would be a great constructive accomplishment.But merely to compel the
President to appoint a farmer to the
Federal Reserve Board would, in the
end, only prove an illusion and a disappointmentto the farmers themselves. It
should be observed that none of the acts
creating the Interstate Commerce Commission,the Federal Trade Commission
or even the Federal Furm Roan Board In
any way restricts the President's power
of appointment by requiring hint to appointto these hoards a representative
of agriculture or any other special in-
terest.

"The appointment of a farmer to the
Federal Reserve Board by special act of
Congress would not. as we have shown,
Improve or add to present agricultural
ciedit facilities. It would, however, be!
fateful notice to the entire country that
the Federal Reserve system had come
under the domination of a powerful po-
lltical group designed to secure spe-1
cial privileges for a single clas,-, of
which the approximately thirty bills alreadyintroduced Into Congress serve as
a sufficient and significant Illustration.
"The menace of the Inclusion of politicsIn a banking system of the vast

powers of the Federal Reserve system,
which reaches into the remotest corners
of the country, is so obvious that the
council does not believe It necessary
further to elaborate this point; the more
so as It feels certain that these views are

fully shared by you, Mr. President. Indeed.they arc in entire accord with the
1920 platform rf the Republican party,
whi<li provided that 'the Federal Reserve
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system should be free from political Influence,which is quite as Important Uj> its
independence of domination by financial,
combinations.'
"The council does not 'deem it its

runetion, or this the appropriate oppor-
Lunlty to refute the utterly false charges
ihat have been made regarding the administrationand operation of the system.The council feels it its duty, however.to point to the great danger to
« hich the country is being exposed when
the people, puzzled and harassed by the
inevitable vexations of the war's after-
math, are Incited by the wilful misstate-
ments of unscrupulous or ambitious
demagogues.
"A consistent campaign has been carriedon in order to make the farmers

believe that they are suffering because
the Federal Reserve system sucked up
the people's gold and, having corraled
it, is withholding it in order to make it
available to Wall Street and to exact
high Interest rates. It is significant that
the agitators should have been able to
maintain this myth in the face of the
fact that New York banks'have reduced
their borrowings from the Federal Re-
Berve system by 70 per cent, (from a
maximum of $1,203,364.000 to $361.575,BOO)more than banks of any other part
of the country. In any event, our past
experiences have shown that easy money
rates do not necessarily bring relief to
agricultural distress, any more than
high rates are responsible for It. It
may be interesting to recall that pres-
sure for easy money In times adv< rse to
the farmer is not a novel occurrence.
Similar pressure was also brought upon
the Federal R' serve BoardI shortly after
the Federal Reserve system began to
rperate. when, in spite of the fact that
tile country was swamped with easy
money due to the release of reserve
money which had Just taken place,
there was a most determined political
pressure in order to force the Reserve
banks to reduce rates and to flood the
country with loans on top of the alreadyexisting plethora of money. If
the Federal Reserve Board had not
withstood this pressure, it is safe to say
that the Federal Reserve system would
have squandered Its strength before the
subsequent demands occasioned by the
war began, and it is not difficult to conceivethe consequences that might have
followed for the country and, indeed,
ior the successful prosecution of the
war.
"As to the accumulation of gold,

against which some are carrying on so
determined a propaganda, it gives us an
unused loaning power of many billions
of dollars available for our country and
the world when the world gets ready to
use it. When rtiat time comes nobody
will profit more from this vast reserve
power Ihun the farmer.
"What, however, would have become

of him and the rest of us if during the
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14, 1922.
war period that sold had not been accumulatedand enabled the Federal Reservebanks to supply $1,700,000,000 of
additional currency and the banks of
the country $13,000,000,000 of additional
loans Is a serious question, at least for
those who believe that it is not sound
finance to meet the expenditures of our
Government by the Bolshevists' method
of printing an unlimited supply of paper
currency without any consideration of
the gold cover.

"it is these grave questions that have
impelled the council not to disregard the
move involved In the Senate's bill, insignificantas it may appear, and not to
disregard the attacks against the FederalReserve System, no matter how ill
founded they may be.

bays l)»<i u Too I'rlnriplc*.

"The council, therefore, finally wishes
to stress with all the emphasis of which
It Is capable two principles:

"1. The Federal Reserve System must
be kept lnviolute as a reserve system; its
assets must remain safe and liquid. It
must, therefore. always restrict its In-
vestments to those having a reasonably
short maturity and it must not be per-
milted to deal with customers direct and
thereby incur the risk of immobilizing its
funds in credits that conceivably may
become 'frozen.' Whatever relief FederalReserve banks may furnish must,
therefore, be granted through the intermediaryand under the responsibility of
hanking channels. If the existing countryhanking machinery is Inadequate in
certain sections it ought to be strengthenedand supplemented, but tvere should
always be a 'buffer' between the borrowerand the Federal Reserve Bank.
It is as such that Federal land banks,
us above recoaimended, may be developedto render a distinct national ser
vice.

"J. The independence of the Federal
Reserve Bosrd must be sirengtliened and
protected, and every effort made to securefor service on it men of the highest
integrity, intelligence and strength. The
board, like a court of supreme standing,
must be able to act from an entirely
judicial point of view, uninfluenced by
the wishes of parties or classes, but
seeking to fashion its policies with tlie
sole aim of serving the best advantage
of the country as a whole. If political
pressure or the interests of a single
class.bo it the farmer, laborer, big industryor capital.arc ever permitted to
dominate the Federal Reserve System, it
will become the gravest menace to the
future of the United States. If the FederalReserve System is surrendered to
political domination, history will repeat
itself and from the great blessing that
this system is to-day It will turn Into a
curse."
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SCHOOLBOYS PLAY
HOOKY WITH HOOCH

Two Quart Bottle Traded for
Knife and Top I psets

Javenile Deccram.

liuii'u Tebluso of 1221 £!. Nicholas
avenue, and who is M. appeared on
Thursday morniiiK at Public School 1t&.
Audubon avenue and IHDth street, ivhe'e
he is enden voriuk to absorb knowledge,luKginK a two quart bottle filled
with a dark brown liquid which 'rave
off a powerful odor. It was home
made hooch of the hoochiest sort,
Rocco had acquired it from ai.ot ler
boy In exchanKe for u two bladed knife
and a put and takt1 top.
Rocco bore his burden proudly, but

he was not so proud that he kept it
all to himself. On the contrary, he
tried to Kive every boy in the school
a drink and It was not his fault If
any one was overlooked. The teacher
sniffed each boy in turn, and then sen'
for the principal, and the prinei.>a'
sent for Rccco. Hut itoeco and s-vvral
of the other boys had vanished, leaving
behind Dominiek Maglie*-e. 13. of 3?
Jumel place. Dominick seemed to
throw off mozo alcoholic odors than
any of tiie other lads, and the thicker
thought he might know something
of it.
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Domlnlck admitted proudly that ho

knew all about It, but guessed he would
keep it to -himself. So the principal
called th»- jadlce, and the police beyan
to talk to Domlnlck. The*- talked to
Dom'nick until 10 o'clock that night,
and then Domlnlck got ao sleepy that
he decided to snitch on his pals. So ha
said that he knew the whereabouts of
Koceo and the other boys and the rest
of the home made hooch. The detectiveswanted to know where was that.
"In the den," .-aid Domintck.
"In the what?'1
"The den-." Domlnlck said. "We got a

don We got. luriats and guns and
swords and everything. We was thinkin'of pulling off some stuff, but we
ain't killed nobody yet or nothln."
And Domlnlck went forth. leudlng DetectivesRehlll, Whitney und Ollhoolev

of the West 177th street station. All
three of them went, because one can
ncvir tell even about boys after they
have been Intimate companions with a
two quart bottle of homemade hooeh
for a day.
They followed Dominlck to 168th street

and Broadway and dropped with the
boy Into an excavation there about sit
feet deep. At the bottom of this was
a trap door, which Domlnlck raised,
disclosing a Ivole about 18 by 30 Inches.
Domlnlck squirmed through easily and

the detectives just squirmed through
and wriggled along an underground
passageway for about twenty feet. This
passageway terminated witli a door, beforewhich Domlnlck stopped, lie made
a noise u hich he assured the dtectlvea
was a death rattle and the signal of the
jrans:, and the door opened. disclosing
six boys seated around a table looking
miserably at the two quart oottle in
the center.
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